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The first requisite in any scientific investigation of this
kind is to have the facts; for without a knowledge of exist-
ing conditions, any propositions for reform would be value-
less. Nevertheless, the facts of corporate taxation have
never been presented in their entirety. Given the laws,
it is necessary next to consider the interpretation put upon
them by the courts.1 Even then we have only the legal,
not the economic view; for, unfortunately, good law is not
always sound economics. It is therefore advisable to sub-
ject the legal principles involved to an analysis from the
economic point of view. Only after such an examination
and comparison of the facts of taxation in the United States
and in Europe, will it be possible to reach any conclusions
that may lay claim to scientific precision. Only such con-
clusions, arrived at through such a method, should be made
the basis for practical reforms.

This then is the program of the present series of chapters
on the taxation of corporations. The great importance of
having all the facts accurately stated leads me at the outset,
even at the risk of tediousness, to an examination of the
history and of the actual conditions of such taxation in the
United States, while the theory and criticism will be reserved
for future consideration.

I.  Early Taxation of Corporations.

During the first two decades of this century, banks and
insurance companies formed the chief examples of corpora-
tions, apart from the numerous turnpike roads and toll
bridges. During the twenties and thirties the development

1 This chapter, as well as the two immediately following, will con-
tain few direct references to the laws and the legal decisions. For a full
statement of the laws as they existed in 1890 the reader is referred to the
notes in the original articles in the Political Science Quarterly, vol. v., from
which the present chapters are adapted. When the present tense is used
in the following pages it refers to the conditions as they existed in 1895, the
date of the first edition of this volume. Although there have been several
changes in detail since that date, the fundamental principles have remained
the same.